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LETTER OF TRANSMITTAL

Secretary of the Interstate -G Waskinaton, I
Commerce Commission ’ '

Constitution and 12th Street, N.W.

Washington, D.C. 20423

RE: Equipment Lease by and between The Connecti-
cut Bank and Trust Company, not in its in- ' Fet 105
dividual capacity but solely as Trustee, 77 R
and William M. Gibbons, Trustee of the Pro- DEC »7 1978 -
perty of Chicago, Rock Island and Pacific e

Railroad Company, dated as of November 20, iyyrgsinte (s Choiission
1978 ,

Dear Sir:

Pursuant to Part 1116 of the regulations of the
Interstate Commerce Commission, 49 CFR Part 1116, I hereby
request that you record under 49 U.S.C.§11303 a certain
Equipment Lease (the "Equipment Lease") dated as of Novem-
ber, 20, 1978, by and between The Connecticut Bank and Trust
Company, not in its individual capacity but solely as Trus-
tee, and William M. Gibbons, Trustee of the Property of
Chicago, Rock Island and Pacific Railroad Company (the "Lessee").

I am an officer of the Lessee and have knowledge
of the matters set forth therein.

The parties to the instant transaction, and their
addresses, are as follows:

LESSEE

William M. Gibbons, Trustee of the

Property of Chicago, Rock Island and - g?
Pacific Railroad Company m o
332 South Michigan Avenue < =
Chicago, Illinois 60604 e
Attention: Chief Financial Officer e TPu

—o 2
LESSOR & o

U: 3
The Connecticut Bank and Trust Company =0 e

One Constitution Plaza -
Hartford, Connecticut 06115
Attention: Corporate Trust Department




The equipment covered by the Equipment Lease is
285 covered hopper cars. The A.A.R. mechanical designation
of the equipment is "LO", and the car numbers are ROCK 801000
through ROCK 801284, both inclusive.

Enclosed herewith for filing purposes are the
original and 2 executed counterparts of the Equipment Lease.
The original should be returned to Mr. Donn Beloff of Schiff
Hardin & Waite.

A $50.00 check, payable to the Interstate Commerce
Commission, also is enclosed to cover the required recordation
fee,

Very truly yours,

WILLIAM M. GIBBONS, TRUSTEE
OF THE PROPERTY OF CHICAGO,
ROCK ISLAND AND PACIFIC
RAILROAD COMPANY

Y gl

0. L. Houts
General Solicitor

Dated: December 26, 1978.



Fnterstate Commeree Commission
Washington, B.C. 20423 12/27/78

OFFICE OF THE SECRETARY

Mr. Don selorf

Scaiff Maﬂdin & Waite
1101 Conne Ave.,N.W.
Washington, D.C.

Dear
Sirs
The enclosed document(s) was recorded pursuant to the
provisions of Section 20(c) of the Interstate Commerce Act,
“49 U.S.C. 20(c), om at ,
12/27/78 10: O5am
and assigned recordation number(s)

9942 & 9942-A

Sincereli}%ours,

H.G. Homme, Jf\{ }
Secretary

Enclosure(s)

SE-30-T
(2/78)



EQUIPMENT LEASE

Dated as of November 20, 1978

BETWEEN

THE CONNECTICUT BANK AND TRUST COMPANY,
not in its individual capacity but solely as Trustee

LESSOR

AND

WILLIAM M. GIBBONS, TRUSTEE OF THE PROPERTY OF
CHICAGO, ROCK ISLAND AND PACIFIC RAILROAD COMPANY

LESSEE

(285 100-Ton Covered Hopper Cars)
[Filed and recorded with the Interstate Commerce Commission pur-
Recorda-

suant to 49 U.S.C. §11303 on December , at ¢
tion No. e]
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EQUIPMENT LEASE

THIS EQUIPMENT LEASE ("this Lease" or "Equipment
Lease") dated as of November 20, 1978 between THE CONNEC-
TICUT BANK AND TRUST COMPANY, a Connecticut banking corpo-
ration, not in its individual capacity but solely as trustee
(the "Lessor") under a Trust Agreement dated as of Novem-
ber 20, 1978 (the "Trust Agreement"”) with HILLMAN MANUFAC-
TURING COMPANY, a Pennsylvania corporation (the "Trustor"),
and WILLIAM M. GIBBONS, TRUSTEE OF THE PROPERTY OF CHICAGO,
ROCK ISLAND AND PACIFIC RAILROAD COMPANY, a Delaware cor-
poration, as lessee (said William M. Gibbons, Trustee of
the Property of Chicago, Rock Island and Pacific Railroad
Company, together with any additional successor Trustee
or Trustees of such property, and upon assignment, transfer
or succession to the interest therein By the reorganized
debtor pursuant to Section 77 of the Federal Bankruptcy
Act, such reorganized company and its successors and assigns,
being hereinafter referred to as the "Lessee", and Chicago,
Rock‘Island and Pacific Railroad Company in its individual
corporate capacity being hereinafter sometimes referred

to as "Rock Island Railroad");

RECITALS:

—-— — o — — — —— —

A, On March 17, 1975, Rock Island Railroad filed

a Petition for Reorganization under Section 77 of the Fed-



eral Bankruptcy Act in the United States District Court
for the Northern District of Illinois (the "Court"), such
Petition was duly approved as properly filed by an order
signed on said date by the Court (said Petition and any
and all other proceedings with respec® thereto filed with
the Court being hereinafter called the "Reorganization Pro-
ceedings") and the Lessee was duly qualified as Trustee
of the Property of Rock Island Railroad on April 4, 1975.
B. Pursuant to a Purchase Order Assignment dated
as of November 20, 1978 (the "Purchase Order Assignment"),
the Lessee has assigned to the Lessor its right to purchase
the railroad equipment described in Schedule A éttached
hereto (collectively the "Equipment" and individually an
"Item" or "Item of Equipment").
c. The Lessee and the Lessor intend to enter
into a Participation Agreement dated as of November 20,
1978 (the "Participation Agreement") with the Trustor, Con-
tinental Illinois National Bank and Trust Company of Chi-
cago, as security trustee (the "Security Trustee"), and
The Prudential Insurance Company of America, Bankers Life
Insurance Company of Nebraska, American Mutual Life Insur-
ance Company and Southern Life & Health Insurance Compahy
(the "Note Purchasers") providing for (i) the commitment
of the Trustor to fund 30% of the Purchase Price (as defined

in the Participation Agreement) of each Item of Equipment



with a cash contribution to the Trustee and (ii) the com-
mitment of the Note Purchasers to purchase the 11% Notes

of the Trustee (the "Notes") on each Closing Date specified
therein to finance 70% of the Purchase Price of each Item
of ﬁquipment. It is contemplated that the Participation
Agreement will provide that the Notes be secured by a grant
of a security interest in the Lessor's right, title and
interest in and to this Lease and in and to the Equipment
pursuant to a Security Agreement-Trust Deed dated as of
November 20, 1978 (the "Security Agreement") from the Lessor

to the Security Trustee.

SECTION 1. LEASE AND DELIVERY OF EQUIPMENT.

l1.1. Intent to Lease and Hire. Upon execution

and delivery of the Certificate of Acceptance (as herein-
after defined) for an Item of Equipment, the Lessor shéll
lease and let such Item of Equipment to the Lessee for the
rental and on and subject to the terms and conditions herein
set forth.

1.2. Delivery and Acceptance of Items. The Les-

sor shall authorize one or more employees of the Lessee,
designated by the Lessee, as the authorized representative
or representatives of the Lessor to accept delivery of the
Items of Equipment pursuant to the Purchase Order Assign-
ment. The Lessor will cause each Item of Equipment to be

tendered to such authorized representative or representa-



tives at the place of delivery set forth in Schedule A
hereto. Upon such tender the Lessee will cause such autho-
rized représentative or representativés to inspect each

such Item of Equipment, and, if such Item of Egquipment is
found to be in good order, to accept delivery of such Item
of Equipment on behalf of the Lessor and to execute and
deliver to the Lessor and the manufacturer thereof (the
"Manufacturer") a Certificate of Acceptance in the form
attached hereto as Schedule B (the "Certificate of Accept-
ance") with respect to such Item of Eguipment. Such accept-
ance of delivery by such authorized representative or rep-
resentatives on behalf of the Lessor shall, without further
act, irrevocably constitute acceptance by the Lessee of

such Item of Equipment for all purposes of this Lease.

The Lessee shall not accept on behalf of the Lessor and

the Lessor shall have no obligation to lease to the Lessee
(i) any Item of Equipment delivered after the Outside De-
livery Date therefor set forth in Schedule A hereto, (ii) any
Item of Equipment the Purchase Price (as defined in the
Participation Agreement) of which exceeds $37,000 or (iii)
any Item of Equipment with respect to which the payment
therefor by the Lessor would cause the Purchase Price for
such Item and all Items of Equipment previously delivered

to and accepted on behalf of the Lessor to exceed $10,545,000.

The Lessee shall remain responsible for and shall be liable



to the Lessor for any Item accepted by such inspector which
is not actually in good order and in conformance with Sec-
tion 1.3 hereof and the other requirements of this Lease
relating to the condition or use of such Item.

1.3. Lessee's Satisfaction with Equipment; Confor-

mance with Specifications and Requirements. The Lessee's

execution and delivery of a Certificate of Acceptance with
respect to each Item of Equipment pursuant to Section 1.2
hereof shall conclusively establish that such Item of Equip-
ment is acceptable to and accepted by the Lessee under this
Lease, notwithstanding any defect with respect to design,
manufacture, condition or in any other respect, and that
such Item of Equipment is in good order and condition and
appears to conform to the specifications applicable thereto
and to all applicable United States Department of Transpor-
tation and Interstate Commerce Commission requirements and
specifications; if any, and to all standards required or
recommended by the Associatidn of American Railroads appli-
cable to new railroad equipment qualified for interchange
of the character of the Equipment as of the date of this
Lease. By execution and delivery of such Certificate of
Acceptance, the Lessee represents that it has no knowledge

of any such defect.



SECTION 2. RENTALS AND PAYMENTS DATES.

2.1. Net Lease., This Lease is a net lease and

the Lessee's obligation to pay all Inferim Rental and Fixed
Rental (as hereinafter defined) and other amounts payable
hereunder shecll be absolute and unconditional under any

and all circumstances and, without limiting the generality
of the foregoing, the Lessee shall not be entitled to any
abatement of rent or reduction thereof or setoff against
rent, including, but not limited to, abatements, reductions
or setoffs due to any present or future claims of the Lessee
against the Lessor or the Trustor under this Lease or other-
wise or against any assignee of the Lessor pursuant to Sec-
tion 16 hereof; nor except as otherwise expressly provided
herein, shall this Lease terminate, or the respective obli-
gations of the Lessee be otherwise affected, by reason of
any defect in or damage to or loss or destruction of all

or any of the Equipment from whatsoever cause, the taking

or requisitioning of the Equipment by condemnation or other-
wise, the lawful prohibition of Lessee's use of the Equip-~
ment,‘the interference with such use by any private person
or corporation, the invalidity or unenforceability or lack
of due authorization or other infirmity of this Lease, or
lack of right, power or authority of the Lessor to enter
into this Lease, or for any other cause whether similar

or dissimilar to the foregoing, any present or future law



to the contrary notwithstanding, it being the intention

of the parties hereto that the rents and other amounts pay-
able by the Lessee hereunder shall continue to be payable

in all events unless the obligation to pay the same shall

be terminated pursuant to Section 11 hereof, or until, pur-
suant to Section 13 hereof, the Equipment has been returnedA
to the possession of the Lessor (for all purposes of this
Lease any Item of Equipment shall not be deemed to have

been returned to the Lessor's possession until all of the
Lessee's obligations with respect to the return, transpor-
tation and storage thereof have been performed). To the
extent permitted by applicable law, the Lessee hereby waives
any and all rights which it may now have or which at any
time hereafter may be conferred upon it, by statute or other-
wise, to terminate, cancel, quit or surrender the lease

of any of the Items of Equipment except in accordance with
the express terms hereof. Each rental or other payment

made by the Lessee hereunder shall be final, and the Lessee
shall not seek to recover all or any part of such payment
from the Lessor or any assignee pursuant to Section 16 here-
of for any reason whatsoever.

2.2. Rentals for Equipment. With respect to

each Item of Equipment subject to this Lease, the Lessee
agrees to pay the Lessor, (i) an amount per day equal to

the sum (the "Interim Rental") of (1) 0.021389% of the Pur-



chase Price (as defined in the Participation Agreement)

of the Item for the period, if any, from and including the
Closing Date (as defined in the Participation Agreement)

for such Item to, but not including May 15, 1979 (the "Term
Lease Commencement Date"), and (2) an amount equal to 2.37358%
of the Purchase Price of the Equipment, and (ii) 60 consec-
utive quarterly installments of rental (the "Fixed Rental"),
each in an amount equal to 2.6034% of the furchase Price
thereof; provided, however, that in the event the Court

shall enter an Early Termination Order (as hereinafter defined),
the obligation of the Lessee to pay rentals as aforesaid

shall be modified so that the Lessee shall pay to the Lessor
for each Item of Equipment an amount per day equal to 0.028530%
of the Purchase Price thereof for the period from and includ-
ing the rent payment date next preceding the effective date

of the Early Termination Order (or such effective date if

the same shall occur on a rent payment date) to, but not
including, the Early Termination Date (as hereinafter defined)
for such Item, said amount to be payable on the first day

of the calendar month next following the Early Termination
Date for such Item. Interim Rental for each Item of Equip-
ment shall be due and payable on the Term Lease Commencement
Date. The first installment of Fixed Rental for each Item

of Equipment shall be due and payable three months thereafter

and the balance of the Fixed Rental installments shall be



paid in consecutive three month intervals thereafter. 1If
any of the rental payment dates is not a business day, the
rental payment otherwise payable on such date shall be pay-
able on the next succeeding business day. For purposes

of this Lease, the term "business day" means calendar days,
excluding Saturdays, Sundays and holidays on which banks

in the State of Illinois are authorized or required to close.

2.3. Place of Rent Payment. The Lessor irrevo-

cably instructs the Lessee to make, and the Lessee agrees
to make, all the payments (other than payments under Sec-
tions 6, 10.2 and 11.1 hereof) due the Lessor provided for
in this Lease, including but not limited to all payments
provided for in Sections 2.2 and 11 hereof, (i) for so long
as the Security Agreement shall remain in effect, to the
Security Trustee, for the account of the Note Purchasers,
in immediately available funds at or prior to 10:00 a.m.,
Chicago time, at the office of the Security Trustee, 231
South LaSalle Street, Chicago, Illinois 60693, Attention:
Corporate Trust Department, on the date due, and (ii) if
the Security Agreement shall no longer be in effect, to

the Lessor or as directed by the Lessor in immediately avail-
able funds at such place as the Lessor shall specify in

writing.

SECTION 3. TERM OF THE LEASE.

The term of this Lease as to each Item of Equip-

ment shall begin on the date of the delivery to and accept-

-9



ance by the Lessee of such Item of Equipment and, subject
to the provisions of Sections 11, 14 and 18 hereof, shall
terminate as to such Item of Equipment upon the earlier

of (a) the date occurring 15 years following the Term Lease
Commencement Date provided for in Section 2.2 hereof, or

(b) in the event the Court orders the termination of this
Lease as to all Items of Equipment then leased hereunder

in connection with the discontinuance of substantially all
service or the liquidation of the assets of the Rock Island
Railroad, or both (the "Early Termination Order"), the date
of return (the "Early Termination Date") of such Item of
Equipment by the Lessee in the manner contemplated by Sec-
tion 13.2 hereof. Upon the return of an Item of Equipment
to the Lessor pursuant to said Section 13.2, the obligation
of the Lessee to pay rentals in respect of such Item accruing
subsequent to the Early Termination Date shall terminate
and the Lessor shall have no claim against the Lessee or
the estate of the Rock Island Railroad for such unaccrued
rental; provided that the Lessee shall thereafter continue
to be liable in respect of any obligation which accrues
hereunder prior to such termination until payment or perfor-
mance of such obligation in full and the Lessee shall in
any event remain liable for each of its obligations under
Section 13.2 hereof for the period provided therein; and

provided, further, that no Reorganized Company (as defined

-10-



in Section 14.1 hereof) which at any time may become the
successor lessee hereunder may exercise any right to ter-

minate this Lease pursuant to clause (b) above.

SECTION 4. OWNERSHIP AND MARKING OF EQUIPMENT.

4.1. Retention of Title. The Lessor, as between

the Lessor and the Lessee, shall and hereby does retain

full legal title to the Equipment notwithstanding the deliv-
ery thereof to and possession and use thereof by the Lessee.
Notwithstanding anything to the contrary contained herein,
all rights and obligations of the Lessee under this Lease
and in and to the Items of Equipment are subject to the
rights of the Security Trustee under the Security Agreement.
If an event of default should occur as provided in Section
14 hereof, the Security Trustee may terminate this Lease.

4.2. Duty to Number and Mark Equipment.

(a) The Lessee will cause each Item of Equipment
to be kept numbered with the identifying number set forth
in Schedule A hereto and will keep and maintain or cause
to be kept or maintained, plainly, distinctly, permanently
and conspicuously marked by a plate or stencil printed in
contrasting color upon each side of each Item of Equipment
in letters not less than one inch in height, the words as
follows:

"Owned by a Bank or Trust Company

and Subject to a Security Interest
Recorded with the I.C.C.",

-11-



with appropriate changes thereof and additions thereto as
from time to time may be required in law in order to protect
the title of the Lessor to such Item of Equipment, its rights
under this Lease and the rights of any assignee under Section
16 hereof, ir>luding but not limited to the Security Trustee.
The Lessee will not place or permit any such Item of Equip-
ment to be placed in operation or exercise any control or
dominion over the same until the required legend shall have
been so marked on both sides thereof and will replace or
cause to be replaced promptly any such names and word or
words which may be removed, defaced or destroyed. The Lessece
will not change the identifying number of any Item of Equip-
ment.unless (i) a statement of new number or numbers to

be substituted therefor, shall have been delivered to the
Lessor, the Trustor, the Security Trustee and the Note Pur-
chasers by the Lessee and duly filed, recorded or deposited
in all public offices where this Lease and the Security
Agreement shall have been filed, recorded or deposited,

and (ii) the Lessee shall have furnished the Lessor, the
Trustor, the Security Trustee and the Note Purchasers an
opinion of counsel to the effect that such statement has

been so filed, recorded andldeposited; such filing, recorda-
tion and deposit will protect the Lessor's and the Security
Trustee's interests in such Items; and no filing, recording,

deposit or giving of notice with or to any other federal,

-]12-



state or local government or agency thereof is necessary
to protect the interests of the Lessor and the Security
Trustee in such Items. |

(b) Except as above provided, the Lessee will
not allow the name of any person, association or corporation
to be placed on the Equipment as a designation that might
be interpreted as a claim of ownership; provided, however;
that the Lessee may cause the Equipment to be lettered with
the names or initials or other insignia customarily used
by the Lessee or its affiliates on railroad equipment used
by it of the same or a similar type for convenience of iden-
tification of the right of the Lessee to use the Equipment

under this Lease.

SECTION 5. DISCLAIMER OF WARRANTIES.

THE LESSOR LEASES THE EQUIPMENT, AS-IS, IN WHAT-
EVER CONDITION IT MAY BE, WITHOUT ANY AGREEMENT, WARRANTY
OR REPRESENTATION, EITHER EXPRESS OR IMPLIED, BY EITHER
THE LESSOR OR THE TRUSTOR, EACH EXPRESSLY DISCLAIMING ANY
WARRANTY OR REPRESENTATION, EITHER EXPRESS OR IMPLIED, AS
'TO THE FITNESS FOR ANY PARTICULAR PURPOSE OR MERCHANTABILITY
OF ANY ITEM OR ITEMS OF EQUIPMENT, THE TITLE THERETO, OR
THE LESSOR'S INTEREST THEREIN, THE LESSEE'S RIGHT TO THE
QUIET ENJOYMENT THEREOF, THE DESIGN OR CONDITION OF, OR

AS TO THE QUALITY OF THE MATERIAL, EQUIPMENT OR WORKMAN-

-13-



SHIP IN, THE EQUIPMENT, OR ANY OTHER MATTER WHATSOEVER,

IT BEING AGREED THAT ALL SUCH RISKS, AS BETWEEN THE LESSOR,
THE TRUSTOR AND THE LESSEE, ARE TO BE BORNE BY THE LESSEE,
The Lessor hereby appoints and constitutes the Lessee its
agent and attorney-in-fact during the term of this Lease

to assert and enforce, from time to time, in the name and
for the account of the Lessor and the Lessee, as their in-
terests may appear, but in all cases at the sole cost and
expense of the Lessee, whatever claims and rights the Lessor
may have against the Manufacturer, provided, however, that
if at any time an Event of Default shall have occurred and
be continuing, the Lessor may assert and enforce, at the
Lessee's sole cost and expense (subject to an Early Termina-
tion Order pursuant to Section 3(b) hereof), such claims

and rights. The Lessor shall have no responsibility or
liability to the Lessee or any other person with respect

to any of the following: (i) any liability, loss or damage
caused or alleged to be caused directly or indirectly by

any Item of Equipment or by any inadequacy thereof or defi-
ciency or defect therein or by any other ci;cumstances in
connection therewith; (ii) the use, operation or performance
of any Item of Equipment or risks relating thereto; (iii)
any interruption of service, loss of business or anticipated

profits or consequential damages; or (iv) the delivery,

-14-



operation, servicing, maintenance, repair, improvement or

replacement of any Item of Equipment.

SECTION 6. LESSEE'S INDEMNITY.

(a) The Lessee shall protect, indemnify and hold
the Lessor (in both its individual and fiduciary capacities),
the Trustor, the Security Trustee and tbe Note Purchasers,
and their respective successors, assigns, agents and ser-—
vants (hereinafter referred to as "Indemnified Persons")
as third party beneficiaries hereof, harmless from and
against any and all causes of action, suits, penalties,
claims, demands or judgments, of any nature whatsoever which
may be imposed on, incurred by or asserted against any In-
demnified Person (including without limitation attorneys'
fees and expenses) in any way relating to or arising or
alleged to arise out of this Lease or fhe Items of Equip-
ment, including without limitation those in any way relating
to or arising or alleged to arise out of (i) the manufac-
ture, construction, purchase, acceptance, rejection, owner-
ship, delivery, non-delivery, lease, sublease, possession,
use, operation, condition, sale, return or other disposition
of any Item of Equipment; (ii) any latent or other defects
whether or not discoverable by any Indemnified Person or
the Lessee; (iii) any claim for patent, trademark or copy-

right infringement; (iv) any claims based on strict liabil-

-]15-



ity in tort or imposed by statute; (v) any injury to or
the death of any person or any damage to or loss of property
on or near the Items of Equipment or in any manner growing
out of or concerned with or alleged to grow out of or be
connected with, the ownership, use, r~placement, leasing,
adaptation or maintenance of the Items or of any other Equip-
ment in connection with the Items (whether owned or under
the control of the Lessor, the Lessee or any other person)
or resulting or alleged to result from the condition of
any thereof; (vi) any violation, or alleged violation, of
any provision of this Lease or of any agreement, law, rule,
regulation, ordinance or restriction, affecting or appli-
cable to the Items or the leasing, subleasing, ownership,
use, replacement, adaptation or maintenance thereof; (vii)
any claim arising out of any of the Lessor's obligations
under the Purchase Order Assignment, the Security Agreement,
the Remarketing Agreement or the Participation Agreement,
except to the extent such claim arises from the gross neg-
ligence or willful misconduct of the Lessor; or (viii) any
claim arising out of the Security Trustee's holding a se-
curity interest under the Security Agreement.

(b) All payments under this Section 6 shall be
made directly to the Indemnified Person. The Lessee shall
be obligated under this Section 6, irrespective of whether

any Indemnified Person shall also be indemnified with re-
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spect to the same matter under any other agreement by any
other person, and the Indemnified Person seeking to enforce
the indemnification may proceed directly against the Lessee
under this Section 6 without first resorting to any such
other rights of indemnification. 1In case any action, suit
or proceeding is brought against any Indemnified Person

in connection with any claim indemnified against hereunder,
the Lessee may and, upon such Indemnified Person's request,
will, unless the Lessee elects to satisfy such claim, at
the Lessee's expense resist and defend such action, suit

or proceeding, or cause the same to be resisted or defended
by counsel selected by the Lessee and approved by such In-
demnified Person, as the case may be, and, in the event

of any failure by the Lessee to do so, the Lessee shall

pay all costs and expenses (including without limitation
attorneys' fees and expenses) incurred by such Indemnified
Person in connection with such action, suit or proceeding.
In the event the Lessee is required to make any payment
under this Section 6, the Lessee shall pay or cause to be
paid to such Indemnified Person an amount which, after de-
duction of all taxes required to be paid by such Indemni-
fied Person in respect of their receipt thereof under the
laws of the United States or of any political subdivision
thereof, shall be equal to the amount of such payment.

Upon the payment in full of, or the making of provision
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satisfactory to the Indemnified Person for the full payment
of, any indemnities as contained in this Section 6 by the
Lessee, and provided that no Event of Default, or event
which with notice or lapse of time or both would constitute
an Event of Default, shall have occurred and be continuing,
the Lessee shall be subrogated to any right of such Indemni-
fied Person in respect of the matter against which indemnity
has been given. Any payments received by such Indemnified
Person from any person (except the Lessee) as a result of
any matter with respect to which such Indemnified Person
has been indemnified by the Lessee pursuant to this Section
6 shall be paid over to the Lessee to the extent necessary
to reimburse the Lessee for indemnification payments previ-
ously made in respect of such matter.

(c) The indemnities contained in this Section
6 shall survive the expiration or termination of this Lease
with respect to all events, facts, conditions or other cir-
cumstances occurring or existing prior to such expiration
or termination and are expressly made for the benefit of,
and shall be enforceable by any Indemnified Person. None
of the indemnities in this Section 6 shall be deemed to
create any rights of subrogation in any insurer or third
party against the Lessee or the Lessor therefor, from or
under any Indemnified Person, whether because of any claim

paid or defense provided for the benefit thereof or other-
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wise. The indemnity set forth in this Section 6 shall apply
without regard to any negligence on the part of the Lessor,
the Trustor, the Security Trustee or the Note Purchasers.

It is understood that the indemnities and assumptions of
liability set forth in this Section 6 do not guarantee a
residual value on the Equipment, nor do they guarantee the

payment of the Notes or any interest accrued thereon.

SECTION 7. RULES, LAWS AND REGULATIONS; ALTERATIONS

The Lessee agrees to comply with all governmental
laws, regulations, requirements and rules (including, with-
out limitations, the rules of the United States Department
of Transportation, the Interstate Commerce Commission and
the current Interchange Rules or supplements thereto of
the Mechanical Division, Association of American Railroads
as the same may be in effect from time to time) with respect
to the use, operation and maintenance of each Item of Equip-
ment subject to this Lease. In case any equipment or appli-
ance is required to be altered, added, replaced or modified
on any Item of Equipment in order to comply with such laws,
regulations, requirements and rules, the Lessee agrees to
make such alterations, additions, replacements or modifica-
tions at its own expense and title thereto shall be imme-
diately vested in the Lessor. The Lessee agrees that, with-

in 30 days after the close of any calendar quarter in which
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the Lessee had made any alteration, replacement, addition

or modification to any Item of Equipment pursuant to this
Section 7 (the "Alteration"), the Lessee will give written
notice thereof to the Lessor and the Security Trustee de-
scribing, in reasonable detail, the Alterations and specify-
ing the cost thereof with respect to each Item of Equipment
and the date or dates when made. Pursuant to Section 9.6

of the Participation Agreement, the Trustor shall determine
whether the value of any Altération to any Item of Equipment
must be included in its gross income for Federal income

tax purposes.

SECTION 8. USE AND MAINENANCE OF EQUIPMENT.

The Lessee shall dse the Equipment only in the
manner for which it was designed and intended and so as
to subject it only to ordinary wear and tear. The Lessee
shall, at its own cost and expense, maintain and keep the
Equipment in good order, condition and repair in accordance
with the terms of this Lease, ordinary wear and tear excepted,
and qualified for use in interchange. The Lessee, at its
own cost and expense, may with the prior written consent
of the Lessor and the Security Trustee make such alterations,
modifications and additions (hereinafter collectively re-
ferred to as "Additions") to the Equipment which are desir-

able for the proper conduct of the Lessee's business so
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long as such Additions shall not be inconsistent with the
continuing operation of the Equipment, and shall not dimin-
ish the value, utility or condition of the Equipment below
the value, utility and condition thereof immediately prior
to the making of such Additions, assuming the Equipment

was then in the condition required to be maintained by the
terms of this Lease; provided, however, that no such Addi-
tion shall be made if in the case of an alteration or modi-
fication the Equipment cannot be readily restored to its
condition immediately prior to the time such alteration

or modification was made or in the case of an Addition,

the Addition is not readily removable from the item to which
it rélates without material damage thereto and without dimin-
ishing or impairing the value or utility which the Item
would have had immediately prior to such time had such Addi-
tion not been made. Any parts installed or replacements
made by the Lessee upon any Item of Equipment pursuant

to its obligation to maintain and keep the Eguipment in

good order, condition and repair‘under this Section 8 shall
be considered accessions to such Item of Equipment and title
thereto shall be immediately vested in the Lessor without
cost or expense to the Lessor; provided, however, that title
to any readily removable Additions or improvements shall
remain with the Lessee. The Lessee agrees that it will,

prior to the return of such Item of Equipment to the Lessor
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hereunder, remove such readily removable Additions or im-
provements at its own expense without causing material dam-

age to such Item of Equipment.

SECTION 9. LIENS ON THE EQUIPMENT.

The Lessee covenants and agrees that it will pay
and discharge, or cause to be paid and discharged, or make
adequate provision for the satisfaction or discharge of,
any debt, tax, charge, assessment, obligation or claim which
if unpaid might become a lien, charge, security interest
or other encumbrance upon or against any Item of Equipment;
but this Section 9 shall not require the payment of any
such debt, tax, charge, assessment, obligation or claim
so long as the validity theieof shall be contested in good
faith and by appropriate legal proceedings, provided that
such contest will not materially endanger the rights or
interests of the Lessor or of the Security Trustee and the
Lessee shall have furnished the Lessor and the Security
Trustee with an opinion of counsel to such effect. If the
Lessee does not forthwith pay and discharge, or cause to
be paid and discharged, or make adequate provisions for
the satisfaction or discharge of, any such debt, tax, charge,
assessment, obligation or claim as required by this Section
9, the Lessor or the Security Trustee may, but shall not

be obligated to, pay and discharge the same and any amount
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so paid shall be secured by and under this Lease and the

Security Agreement until reimbursed by the Lessee.

SECTION 10. FILING; PAYMENT OF STATE AND LOCAL TAXES.

10.1. Filing. The Lessee will, promptly after

the execution and delivery of this Lease and the Security
Agreement, and each supplement or amendment hereto or there-
to, respectively, cause the same to be duly filed, recorded
or deposited with the Interstate Commerce Commission in
accordance with 49 U.S.C. §11303 and with the Registrar
General of Canada (with notice of such deposit to be pub-

lished in The Canada Gazette in accordance with Section 86

of the Railway Act of Canada) and in such other places with-
in or without the United States as the Lessor, the Security
Trustee or any Note Purchaser shall request, and the Lessee
will furnish the Lessor, the Security Trustee, and the Note
Purchasers with proof of any such filing. The Lessee will,
from time to time, do and perform any other act and will
execute, acknowledge, deliver, file, regisfer and record
(and will refile, reregister or rerecord whenever required)
any and all further instruments required by law or requested
by the Lessor, the Security Trustee or any Note Purchaser,
for the purpose of protecting the Lessor's title to, or

the Security Trustee's security interest in, or the Lessor's

leasehold estate in, any Item of Equipment to the satisfac-
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tion of the Lessor's, such Note Purchaser's or the Security
Trustee's counsel or for the purpose of carrying out the
intention of this Lease, and in connection with any such
action, will deliver to the Lessor, such Note Purchaser

and the Security Trustee proof of such filings and an opin-
ion of the Lessee's counsel as is required by Section 2.5
of the Security Agreement. The Lessee will pay all costs,
charges and expenses incident to any such filing, refiling,
recording and rerecording or depositing and redepositing

of any such instruments or incident to the taking of such
action.

10.2. Payment of State and Local Taxes. (a)

All payments to be made by the Lessee hereunder will be
free of expense to the Lessor (in both its individual and
fiduciary capécities), any assignee thereof pursuant to
Section 16 hereof (including, without limitation, the Se-
curity Trustee and the Note Purchasers) and the Trustor
(the "Indemnitees") of collection or other charges and will
be free of expense to the Indemnitees with respect to the
amount of any local, state, Federal or foreign taxes (other
than any United States Federal income tax [and, to the ex-
tent that any respective Indemnitee receives credit therefor
against its United States Federal income tax liability,

any foreign income tax of such Indemnitee] payable by any

respective Indemnitee in consequence of the receipt of pay-
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ments provided herein and other than the aggregate of all
net income or franchise taxes measured by net income based
on such receipts, up to the amount of any such taxes which
would be payable to the state and city in which such Indem-
nitee has its principal place of business without apportion-
ment to any other state, except any such tax which is in
substitution for or relieves the Lessee from the payment

of taxes which it would otherwise be obligated to pay or
reimburse as herein provided), assessments or license fees
and any charges, fines or penalties in connection therewith
(hereinafter called "Impositions") hereafter levied or im-
posed upon or in connection with or measured by this Lease
or any sale, rental, use, payment, shipment, delivery or
transfer of title under the terms hereof or the Security
Agreement, all of which Impositions the Lessee assumes and
agrees to pay on demand in addition to the payments to be
made by it provided for herein. The Lessee will alsoApay
promptly all Impositions which may be imposed upon any Item
of Equipment or for the use or operation therecf or upon
the earnings arising therefrom or upon any Indemnitee solely
by reason of its interest with respect thereto and will
keep at all times all and every part of such Item of Equip-
ment free and clear of all Impositions which might in any
way affect the interest of any Indemnitee therein or result

in a lien upon any such Item of Equipment. The Lessee shall
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have the right to contest the validity of any Imposition
upon giving the Indemnitees 20 days' notice of its intention
to contest the same and making and thereafter maintaining
with the Lessor a deposit of cash or government securities
in an amount sufficient, in the reasonable opinion of the
Indemnitees, to pay or discharge or to assure compliance
with the matter under contest in the event of a final deter-
mination thereof adverse to the Lessee or in the event the
Lessee fails to prosecute such contest as herein required.
The Lessee agrees to prosecute any such contest diligently
and by appropriate legal proceedings which will prevent

the enforcement of the matter under contest. On final dis-
position of such contest, any cash or securities in the
Lessor's hands not required to pay, discharge or assure
compliance with the matter contested shall be returned ﬁromptly
by the Lessor to the Lessee. If any Impositions shall have
been charged or levied against any Indewmnitee directly and
paid by such Indemnitee after such Indemnitee shall have
given written notice thereof to the Lessee, the Lessee shall
reimburse such Indemnitee within ten business days after
such notice. Prior to making such payment, such Indemnitee
shall promptly notify the Lessee of the Impositions charged
or levied, and the Lessee shall have the opportunity to
contest such Impositions, at its sole expense, in accord-

ance with the terms of this Section.
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(b) In the event any reports with respect to Im-
positions are required to be made on the basis of individual
Items of Equipment, the Lessee will either prepare and file
such reports in such manner as to show as required the inter-
ests of each Indemnitee in such Items of Equipment or, if
it shall not be permitted to file the same, it will notify
each Indemnitee of such reporting requirements, prepare
such reports in such manner as shall be satisfactory to
each Indemnitee and deliver the same to each Indemnitee
within a reasonable period prior to the date the same is
to be filed.

(c) In the event that, during the continuance
of this Lease, any Imposition accrues or becomes payable
or is levied or assessed (or is attributable to the period
of time during which this Lease is in existence) which the
Lessee is or will be obligated to pay or reimburse, pursuant
to this Section 10.2, such liability shall continue, notwith-
standing the expiration or termination of this Lease for
any reason whatsoever, until all such Impositions are paid

or reimbursed by the Lessee.

SECTION 11. INSURANCE; PAYMENT FOR CASUALTY OCCURRENCE.

11.1 Insurance. (a) The Lessee agrees that it

will at all times during the term of this Lease and during

any return and storage period hereunder and at its own cost
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and expense keep each Item of Equipment insured against
loss by fire, windstorm and explosion and with extended
coverage and against such other risks as are customarily
insured against by railroad companies on similar equipment
owned by them at not less than the full insurable value
(actual replacement value less actual physical depreciation)
thereof and in any event not less than the Casualty Value
(as defined below) of such Item of Equipment as of the next
following date of payment of said Casualty Value and will
maintain general public liability insurance with respect

to the Equipment against damage because of bodily injury,
including death, or damage to property of others, such in-
surance to afford protection to the limit of not less than
$29,000,000 in the aggregate in any single occurrence.

Any such property insurance may have deductible provisions
to no greater extent than $1,000,000 in the aggregate in
any single occurrence, and any public liability insurance
may have deductible provisions to no greater extent than
$2,000,000 in the aggregate in any single occurrence. All
such insurance shall cover the interest of the Lessor, the
Lessee, the Trustor and the Security Trustee in the Equip-
ment or, as the case may be, shall protect the Lessor, the
Lessee, the Trustor and the Security Trustee in respective
risks arising out of the condition, maintenance, use, owner-

ship, leasing and operation of the Equipment and shall pro-
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vide that losses, if any, in respect to the Equipment shall
be payable to the Lessee, the Lessor and the Trustor as
their respective interests may appear; provided, however,
that upon receipt by the Lessee of notice of the assignment
of this Lease and the rents and other sums payable hereunder
pursuant to Section 16 hereof the Lessee shall cause such
insurance on the Equipment to provide that the losses, if
any, shall be payable to the Security Trustee under a stand-
ard mortgagee loss payable clause satisfactory to the Les-
sor, the Lessee, the Trustor, the Note.Purchasers and the
Security Trustee. All policies of insurance maintained
pursuant to this Section shall provide that 30 days' prior
written notice of cancellation shall be given to the Secu-
rity Trustee, the Trustor, the Note Purchasers and the Les-
sor and that such insurance as to the interest of the Les-
sor, the Trustor or the Security Trustee therein shall not
be invalidated by any act or neglect of the Trustor, the
Lessor or the Lessee or by any foreclosure or other remedial
proceedings or notices thereof relating to the Equipment

or any interest therein nor by any change in the title or
ownership of the Equipment or any interest therein or with
respect thereto or by the use or operation of the Equipment
for purposes more hazardous than is permitted by such pol-
icy. No such policy shall require co-insurance. The Lessee

shall be deemed to have complied with the requirement to
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maintain property insurance as above set forth if it shall
maintain a blanket policy covering all of the Items of Equip-
ment then subject to this Lease for an aggregate amount

of not less than $10,000,000 per occurrence with deductible
provisions to no greater extent than $1,000,000 in the ag-
gregate in any single occurrence, which policy may also
insure all other rolling stock of the Lessee, so long as
such blanket policy shall otherwise comply with the provi-
sions of this Section 11.1. The loss, if any, shall be
adjusted only with the approval of the Lessee, the Lessor,
the Trustor, the Note Purchasers and the Security Trustee.
All such policies shall provide that the loss, if any, there-
under shall be adjusted and paid as provided in this Lease.
The Lessee shall further furnish the Lessor, the Trustor,
the Note Purchasers and the Security Trustee with certifi-
cates or other satisfactory evidence of maintenance of the
insurance required hereunder and with respect to any renewal
policy or policies shall furnish certificates evidencing
such renewal prior to the expiration date of the original
policy or policies. All insurance provided for in this
Section shall be effective with insurance companies approved
by the Lessor, the Trustor, the Note Purchasers and the
Security Trustee, which approval shall not be unreasonably

withheld.
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(b) The proceeds of any property insurance received
by the Lessor, the Trustor or the Security Trustee will
be paid to the Lessee either (i) upon a written application
signed by the Lessee for payment of, or to reimburse the
Lessee for payment of, the costs of r:pairing or restoring
the Item of Equipment which has been lost, damaged or de-
stroyed (which application shall be accompanied by satis-
factory evidence of such cost and the completion of such
repair, restoration or replacement) or (ii) if this Lease
is terminated with respect to such Item of Equipment because
of the destruction thereof promptly upon payment by the
Lessee of the Casualty Value; provided that, if the Lessee
is at the time of the application in default in the payment
of any other liability of the Lessee to the Lessor hereun-
der, such proceeds may be applied against such liability.

11.2. Payment for Casualty Occurrences. In the

event that any Item of Equipment shall be or become lost,
stolen, destroyed, irreparably damaged, permanently rendered
unfit for use from any cause whatsoever during the term

of this Lease or thereafter while such Item of Equipment

is in the possession of the Lessee pursuant to Section 13

or Section 15 hereof, or title or use thereof shall be reg-
uisitioned by any governmental authority under the power

of eminent domain or otherwise during the term of this Lease

for a stated period which exceeds the then remaining term
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of this Lease (such occurrences being hereinafter referred
to as "Casualty Occurrences”"), the Lessee shall promptly
and fully notify or cause to be notified (after the Lessee
has knowledge of such Casualty Occurrence) the Lessor and
the Security Trustee with respect thereto. On the rental
payment date next succeeding the delivery of such notice
(or, in the event such rental payment date will occur within
15 days after delivery of hotice, on the following rental
payment date, or in the event the term of this Lease has
already expired or will expire within 15 days after delivery
of such notice, on a date within 15 days of such delivery),
the Lessee shall pay or cause to be paid to the Lessor an
amount equal to the rental payment or payments in respect
of such Item due and payable on such date plus a sum equal
to the Casualty Value of such Item as of such payment date.
Upon the making of such payment by or on behalf of the Les-
see in respect of any Item, the rental for such Item shall
cease to accrue as of the date of such payment, the term

of this Lease as to such Item shall terminate and (except
in the case of the loss, theft or complete destruction of
such Item) the Lessor shall be entitled to recover posses-
sion of such Item. If the date upon which the making or
causing to be made of such payment by the Lessee in respect
of any Item as required as aforesaid shall be after the

term of this Lease in respect of such Item has expired,
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no rental for such Item shall accrue after the end of such
term but the Lessee, in addition to paying the Casualty
Value for such Item, shall pay or cause to be paid interest
thereon from the end of such term to the date of such pay-
ment at the prime rate of interest wh!ch Continental Illi-
nois National Bank and Trust Company of Chicago charges

on the date of such payment for 90 day unsecured loans to
large corporate borrowers of the highest credit standing.

11.3. Casualty Value. Except as provided in

Section 13.2 hereof, the Casualty Value of each Item of
Equipment shall be an amount determined as of the date the
Casualty Value is paid as provided in this Section 11 (and
not the date Qf the Casualty Occurrence) equal to that per-
centage of the Purchase Price (as defined in the Partici-
pation Agreement) of such Item of Equipment set forth in
the Schedule of Casualty Values attached hereto as Sched-
ule C opposite such date of payment. The aforesaid percent-
ages have been computed without regard to recépture of the
Investment Credit provided for in Section 38 and related
sections of the Internal Revenue Code. Consequently, the
Casualty Value of any unit suffering a Casualty Occurrence
during the period preceding the third, fifth or seventh
anniversary of the date of delivery in acceptance of such
item shall be increased by the applicable percentage of

the Purchase Price set forth in Annex 1 of Schedule C hereto
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in the meaning of the term "Casualty Value" as used herein.

11.4. Disposition of Equipment. The Lessee shall,

as agent for the Lessor, dispose of such Item or Items of
Equipment having suffered a Casualty Occurrence not involv-
ing a requisition of title as soon as it is able to do so
for the fair market value thereof. Any such dispositicn
shall be on an "as-is", "where-is" basis without represen-
tation or warranty, express or implied. As to each separate
Item of Equipment so disposed of, the Lessee may, so long

as no Event of Default shall have occurred and be continuing
hereunder, retain all amounts arising from such disposition
plus any insurance proceeds and damages received by the
Lessee by reason of such Casualty Occurrence plus any reqg-
uisition or cdndemnation or awards up to the Casualty Value
attributable thereto and actually paid by the Lessee as
herein provided and shall remit the excess, if any, to the
Lessor. In disposing of such Item of Equipment, the Lessee
shall take such action as the Lessor shall reasonably re-
guest to terminate any contingent liability which the Lessor
might have arising after such disposition from or connected
with such Item of Equipment.

11.5. Risk of Loss. The Lessee shall bear the

risk of loss and, except as hereinabove in this Section 11

provided, shall not be released from its obligations here-
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under in the event of any Casualty Occurrence to any Item

of Equipment from and after the date hereof and continuing
until payment of the Casualty Value and all rental install-
ments and other sums due on and prior to the date of payment
of such Casualty Value in respect of such Item of Equipment
has been made, such Item or the salvage thereof has been
disposed of by the Lessee and the title to such Item or

the salvage thereof and all risk of loss and liabilities
incident to ownership have been transferred to the purchaser
of such Item or the salvage therecof.

11.6. Eminent Domain. In the event that during

the term of this Lease the use of any Item of Equipment

is requisitioned or taken by any governmental authority
under the power of eminent domain or otherwise for an in-
definite period or for a stated period which does not exceed
the term of this Lease, the Lessee's obligation to pay all
installments of rental and other sums shall continue for
the duration of such requisitioning or taking, but not be—
yond the expiration of the term of this Lease or any exten-
sion thereof. The Lessee shall be entitled to receive and
retain for its own account all sums payable for any such
period by such governmental authority as compensation for
requisition or taking of possession, provided no Event of
Default shall have occurred and be continuing. If at the

end of the then current term of this Lease any Item of Equip-
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ment is then held by any governmental authority under the
power of eminent domain or otherwise and this Lease shall
not then be renewed pursuant to Seétion 18 hereof, from

and after such date the Lessor shall be entitled to receive
and retain all sums payable by such governmental authority

as compensation for requisition or taking of possession.

SECTION 12. ANNUAL REPORTS.

12.1. Duty of Lessee to Furnish, On or before

the first April 1 which occurs more than four months follow-
ing the date of this Lease and annually thereafter, the
Lessee will furnish to the Lessor, any assignee thereof
pursuant to Section 16 hereof (including, without limita-
tion, the Security Trustee) the Trustor and the Note Pur-
chasers an Officer's Certificate (as defined in the Partici-
pation Agreement), as of the preceding December 31 (i) show-
ing the amount, description and numbers of the Items of
Equipment then leased hereunder, the amount, description

and numbers of all Items of Equipment that may have suffered
a Casualty Occurrence during the 12 months ending on such
December 31 (or since the date of this Lease, in the case

of the first such statement) and specifying the dates of
such Casualty Occurrences, and such other information regard-
ing the condition or repair of the Equipment as the Lessor,

any such assignees or the Trustor or any Note Purchaser
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may request, and (ii) stating that, in the case of all Equip-
ment repainted during the period covered by such statement,
the markings required by Section 4.2 hereof shall have been
preserved or replaced.

12.2. Lessor's Inspection Rights. The Lessor,

any assignee thereof pursuant to Section 16 hereof (includ-
ing, without limitation, the Security Trustee) the Note
Purchasers and the Trustor each shall have the right, at
their respective scle cost and expense, by their respective
authorized representative, to inspect the Equipment and

the Lessee's records with respect thereto, all at such rea-
sonable times and as oftenr as said parties may reasonably
request.

SECTION 13. RETURN OF EQUIPMENT UPON EXPIRATION OF TERM
OR EARLY TERMINATION.

13.1. Return upon Expiration of Term. (a) Upon

the expiration of the term of this Lease with‘respect to

any Item of Equipment, the Lessee will, at its own cost

and expense, deliver possession of such Item of Equipment

to the Lessor upon such storage tracks of the Lessee as

the Lessor may designate, or in the absence of such designa-
tion, as the Lessee may select, and permit the Lessor to
store such Item of Equipment on such tracks for a period

not exceeding 90 days from the date at which at least 90%

of such Items are first placed in storage pursuant to this
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Section 13.1, and transport the same at any time within
such 90-day period to any reasonable place on any railroad
lines operated by the Lessee or to any connecting carrier
for shipment, all as directed by the Lessor upon not less
than 30 days' written notice to the L-ssee. All movement
and storage of each such Item is to be at the risk and ex-
pense of the Lessee, and in the event any Item of Equipment
shall suffer a Casualty Occurrence during any such period
of movement and storage the Lessee shall pay the Lessor
the Casualty Value therefor. During any such period of
movement and storage the Lessee will continue to maintain
the insurance coverage required pursuant to Section 11.1
hereof. During any such storage period the Lessee will
permit the Lessor or any person designated by it, including
the authorized representative or representatives of any
prospective purchaser of any such Item, to inspect the same;
provided, however, that the Lessee shall not be liable,
except in the case of negligence of the Lessee or of its
employees or agents, for any injury to, or the death of,
any person exercising, either on behalf of the Lessor or
any prospective purchaser, the rights of inspection granted
under this sentence.

(b) Each Item of Equipment returned to the Lessor
pursuant to this Section 13.1 shall (i) be in the same oper-

ating order, repair and condition as when originally deliv-
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ered to the Lessee, reasonable wear and tear excepted, and
qualified for use in interchange, (ii) have attached or
affixed thereto any part, addition or improvement title

to which is vested in the Lessor pursuant to Section 7 or
Section 8 hereof and have removed therefrom, at the expense
of the Lessee, any readily removable addition or improvement
title to which is vested in the Lessee pursuant to Section 8
hereof, and (iii) meet the applicable standards then in
effect for such Item of Equipment under all governmental
laws, regqulations, requirements and rules (including, with-
out limitation, rules of the United States Department of
Transportation, the Interstate Commerce Commission and inter-
change rules or supplements thereto of the Association of
American Railroads). At any time within 90 days after the
return of all Items of Equipment, the Lessor may retain

an independent inspector, selected by the Lessor, to inspect
the Equipment and to determine whether the Equipment has
been subject only to ordinary wear and tear such as could

be reasonably expected for Equipment not used in unit train
service and meets all the applicable standards required
under clause (iii) of the immediately preceding sentence.
Should such inspector determine that any Item of Equipment
has been subject to excessive wear and tear due to any rea-
son, including extensive high mileage usage, or that any

Item does not meet such applicable standards, the Lessee
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shall, at its own cost and expense, repair, recondition,
rehabilitate, or perform such other similar work necessary
to put the Equipment in the condition that it would have
been in had it been subject only to ordinary wear and tear
and in compliance with all such applicable standards. It
is understood that the obligations of the Lessee pursuant
to the immediately preceding sentence do not guarantee a
residual value in the Equipment.

(c) Until the earlier of (i) the date on which
an Item of Equipment is assembled, delivered and stored
as hereinabove provided or (ii) the 30th day after the date
of the expiration of the term of this Lease or the Early
Termination Date, the Lessee shall pay the Lessor an amount
per day equal to 0.028530% of the Purchase Price of each
such Item. If any such Item of Equipment is not assembled,
delivered and stored as hereinabove provided within 30 days
after the date of the expiration of the term of this Lease
or the Early Termination Date, the Lessee shall, in addi-
tion, pay the Lessor the greater of an amount equal to (i)
0.034236% of the Purchase Price of such Item from said 30th
day to the date of its assembly, delivery or storage as
hereinabove provided or (ii) all rental, per diem or other
similar charges for the Equipment received therefor until

such date of assembly, delivery and storage.
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13.2. Return in Connection with Early Termina-

tion. (a) In the event the Court shall enter an Early Termi-
nation Order, the Lessee will, af its own cost and expense,
deliver possession of each Item of Equipment to the Lessor
upon such stcrvage tracks of the Lessee as the Lessor may
designate, or in the absence of such designation, as the
Lessee may select, and permit the Lessor to store such Item
of Equipment on such tracks for a period not exceeding 90
days from the date at which at least 90% of such Items are
first placed in storage pursuant to this Section 13.2, and
transport the same at any time within such 90-day period

to any reasonable place on any railroad lines operated by
the Lessee or to any connecting carrier for shipment, all
as directed by the Lessor upon not less than 30 days' writ-
ten notice to the Lessee. All movement and storage of each
such Item is to be at the risk and expense of the Lessee.
During any such period of movement and utorage the Lessee
will continue to maintain the insurance coverage required
pursuant to Section 11.1 hereof. During any such storage
period the Lessee will permit the Lessor or any person desig-
nated by it, including the authorized representative or
representatives of any prospective purchaser of any such
Item, to inspect the same; provided, however, that the Les-
see shall not be liable, except in the case of negligence

of the Lessee or of its employees or agents, for any injury
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to, or the death of, any person exercising, either on behalf
of the Lessor or any prospective purchaser, the rights of
inspection granted under this senternce.

(b) Each Item of Equipment returned to the Lessor
pursuant to this Section 13.2 shall (.) be in the same oper-
ating order, repair and condition as when originally deliv-
ered to the Lessee, reasonable wear and tear excepted, and
gualified for use in interchange, (ii) have attached or
affixed thereto any part, addition or improvement title
to which is vested in the Lessor pursuant to Section 7 or
Section 8 hereof and have removed therefrom, at the expense
of the Lessee, any readily removable addition or improvement
title to which is vested in the Lessee pursuant to Section 8
hereof, and (iii) meet the applicable standards then in
effect for such Item of Equipment under all governmental
laws, requlations, requirements and rules (including, with-
out limitation, rules of the United States Department of
Transportation, the Interstate Commerce Commission and inter-
change rules or supplements thereto of the Association of
American Railroads). At any time within 90 days after the
return of all Items of Equipment, the Lessor may retain
an independent inspector, selected by the Lessor, to inspect
the Equipment and to determine whether the Equipment has
been subject only to ordinary wear and tear such as could

be reasonably expected for Equipment not used in unit train
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service and meets all the applicable standards required
under clause (iii) of the immediately preceding sentence.
Should such inspector determine that any Item of Equipment
has been subject to excessive wear and tear due to any rea-
son, including extensive high mileage usage, or that any
Item does not meet such applicable standards, the Lessee
shall, at its own cost and expense, repair, recondition,
rehabilitate, or perform such other similar work necessary
to put the Equipment in the condition that it would have
been in had it been subject only to ordinary wear and tear
and in compliance with all such applicable standards. It
is understood that the obligations of the Lessee pursuant
to the immediately preceding sentence do not guarantee a
residual valué in the Equipment.

(c) In the event any Item of Equipment shall suf-
fer a Casualty Occurrence while being returned or stored
pursuant to this Section 13.2, the Lessee shall pay to the
Lessor, on the payment date hereinafter provided, the sum
of (i) an amount equal to 0.028530% of the Purchase Price
for such Item of Equipment for the period from and including
the rent payment date next preceding the effective date
of the Early Termination Order to but not including the
date of such payment, and (ii) the Casualty Value of such
Item of Equipment as of the rent payment date next preceed-
ing the effective date of the Early Termination Order.

Such amounts shall be payable on the first day of the calen-

~43-



dar month next following the Lessee's knowledge of such
Casualty Occurence.

13.3 ©Specific Performance. The assembling, deliv-

ery, storage and transporting of the Equipment as provided
in Sections 13.1 and 13.2 hereof are of the essence of this
Lease, and upon application to any court of equity having
jurisdiction in the premises, the Lessor shall be entitled
to a decree against the Lessee requiring specific perform-
ance of the covenants of the Lessee so to assemble, deliver,

store and transport the Equipment.

SECTION 14. DEFAULT.

14.1. Dvents of Default. Any of the following

events shall constitute an Event of Default hereunder:

(a) default shall be made in the payment
of any part of the rental or Casualty Value pro-
vided in Section 2 or 11 hereof and such default
shall continue for five days;

(b) the Lessee or any Reorganized Company
(as hereinafter defined) shall make or permit
any unauthorized assignment or transfer of this
Lease, or of possession of the Equipment, or any
portion thereof;

(c) default shall be made in the observance
or performance of any of the covenants, conditions
and agreements on the part of the Lessee or any
Reorganized Company contained in Section 11.1
of this Lease;

(d) default shall be made in the observance
or performance of any other of the covenants,
conditions and agreements on the part of the Les-
see or any Reorganized Company contained herein
or in the Purchase Order Assignment or in the
Participation Agreement and such default shall
continue for 20 days after written notice from
the Lessor to the Lessee, specifying the default
and demanding the same to be remedied;
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(e) any representation or warranty made
by the Lessee herein or in the Purchase Order
Assignment or in the Participation Agreement or
in any statement or certificate furnished to the
Lessor, the Trustor, the Security Trustee or any
Note Purchaser pursuant to or in connection with
this Lease, the Participation Agreement or the
Purchase Order Assignment is untrue in any mate-
rial respect as of the date of issuance or making
thereof;

(f) any term or provision of this Lease
is revised, modified, amended, terminated or super-
seded in any respect in connection with the Re-
organization Proceedings or, in the event any
plan of reorganization is adopted in connection
with the Reorganization Proceedings, said plan
shall fail to provide for the payment of the Les-
see's obligations hereunder as an expense of ad-
ministration or shall afford any other equipment
obligation, whether entered into prior to the
commencement of the Reorganization Proceedings
or during the pendency thereof, any priority in
right of payment or otherwise over the Lessee's
obligations under this Lease and the rights of
the Lessor or any assignee thereof pursuant to
Section 16 hereof (including, without limitation,
the Security Trustee) except as to the right of
termination expressed in Section 3 hereof;

(g) a petition for reorganization under
Section 77 of the Bankruptcy Act, as now consti-
tuted or as said Section 77 may be hereafter
amended, shall be filed by or against any Reor-
ganized Company and all the obligations of the
Lessee under this Lease shall not have been duly
assumed in writing, pursuant to a court order
or decree, by a trustee or trustees appointed
in such proceedings or otherwise given a status
comparable to the obligations incurred by such
trustee or trustees within 30 days after such
appointment, if any, or 60 days after such peti-
tion shall have been filed, whichever shall be
earlier;

(h) any other proceedings shall be commenced
by or against the Reorganized Company for any
relief under any bankruptcy or insolvency laws,
or laws relating to the relief of debtors, read-
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justments of indebtedness, reorganizations, ar-
rangements, compositions or extensions (other
than a law which does not permit any readjustment
of the indebtedness payable hereunder) and all
the obligations of the Lessee under this Lease
shall not have been duly assumed in writing, pur-
suant to a court order or decree, by a trustee

or trustees or receiver or receivers appointed
for the Reorganized Company or for the property
of the Reorganized Company in coi:nection with

any such proceedings or ctherwise given a status
comparable to obligations incurred by such trustee
or trustees or receiver or receivers, within 30
days after such appointment, if any, or 60 days
after such proceedings shall have been commenced,
whichever shall be earlier;

(i) any of the Lessee's obligations here-
under shall not be accorded first priority for
expenses of administration in the Reorganization
Proceedings or the order of the Court entered
in the Reorganization Proceedings authorizing
the execution and delivery of this Lease shall
otherwise not be effected in accordance with its
terms or be revised, modified, amended, terminated
or superseded in any respect (other than a termi-
nation of this Lease pursuant to the Early Termi-
nation Order) which would involve the possibility
of materially and adversely affecting the rights,
powers, privileges or remedies of the Lessor or
any assignee thereof pursuant to Section 16 hereof
(including, without limitation, the Security Trus-
tee) under this Lease;

(j) any Reorganized Company shall be in de-
fault under any material obligation for the pay-
‘ment of borrowed money or for the deferred pur-
chase price of, or for the payment of any rent under
any lease agreement covering material real or
personal property, and the applicable grace period
with respect thereto shall have expired; or

(k) The Court shall dismiss the Reorgani-
zation Proceedings without any plan of reorgani-
zation having been adopted in connection therewith
and, prior to such dismissal, this Lease shall
not have been terminated pursuant to clause (b)
of Section 3 hereof.
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The term "Reorganized Company" as used in this Lease shall
mean any corporation and its successors and assigns, includ-
ing, without limitation, Rock Island Railroad, which holds,
acquires or otherwise succeeds to all or substantially all
of the property and business of Rock Island Railroad upon
adoption of a plan of reorganization with respect to Rock
Island Railroad and the termination of the Reorganization
Proceedings.

14.2. Remedies. If any Event of Default has

occurred and is continuing, the Lessor or, in the event
this Lease shall be assigned to an assignee pursuant to
Section 16 hereof, such assignee, (including, without limi-
tation, the Security Trustee) at its option, may:

(a) Proceed by appropriate court action
or actions, either at law or in equity, to enforce
performance by the Lessee of the applicable cove-
nants of this Lease or to recover damages for
the breach thereof, including attorneys' fees;
or

(b) By notice in writing to the Lessee,
terminate this Lease, whereupon all right of the
Lessee to the use of the Equipment shall absolute-
ly cease and terminate as though this Lease had
never been made, but the Lessee shall remain lia-
ble as hereinafter provided; and thereupon, the
Lessor or such assignee, as the case may be, may
by its agents enter upon the premises of the Les-
see or other premises where any of the Equipment
may be located and take possession of all or any
of the Items of Equipment and thenceforth hold,
possess and enjoy the same free from any right
of the Lessee, or its successors or assigns, to
use such Items for any purpose whatever, but the
Lessor, or such assignee, as the case may be,
shall nevertheless have a right to recover from
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the Lessee any and all amounts which may have
accrued to the date of such termination (computing
the rental for any number of days less than a

full rental period by multiplying the rental for
such full rental period by a fraction of which

the numerator is such number of days and the de-
nominator is the total number of days in such

full rental period) and also to recover forthwith
from the Lessee as damages for loss of the bargain
and not as a penalty, whichever of the following
amounts the Lessor or such assignee, as the case
may be, in its sole discretion, shall specify:

a sum with respect to each Item of FEquipment which
represents the excess of the present worth, at

the time of such termination, of all rentals for
such Item which would otherwise have accrued here-
under from the date of such termination to the

end of the term of this Lease over the then pre-
sent worth of the then Fair Rental Value (as here-
inafter defined) of such Item for such period
computed by discounting from the end of such term
to the date of such termination rentals which

the Lessor or such assignee, as the case may be,
reasonably estimates to be obtainable for the

use of such Item during such period, such present
worth to be computed in each case on a basis of

a 5% per annum discount, compounded quarterly

from the respective dates upon which rentals would
have been payable hereunder had this Lease not
been terminated, or an amount equal to the excess
of any of the Casualty Value of such Item of Equip-
ment as of the rental payment date on or immedi-
ately preceding the date of terminztion over the
amount the Lessor or such assignee, as the case
may be, reasonably estimates to be the Fair Market
Value (as hereinafter defined) thereof at such
time; provided, however, that in the event the
Lessor or such assignee, as the case may be, shall
have sold any Item of Egquipment, such party, in
lieu of collecting any amounts payable thereto

by the Lessee pursuant to the preceding clauses
and with respect thereto may, if it shall so
elect, demand that the Lessee pay such party and
the Lessee shall pay to such party, on the date

of such sale, as liquidated damages for loss of

a bargain and not as a penalty, an amount equal

to the excess, if any, of the Casualty Value of
such Item of Equipment as of the rental payment
date on or immediately preceding the date of ter-
mination over the net proceeds of such sale, and
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any damages and expenses, other than for a failure

to pay rental, in addition thereto, including

attorneys' feces, which the Lessor or such assig-

nee, as the case may be, shall have sustained

by reason of the breach of any covenant or cove-

nants of this Lease other than for the payment

of rental.
For purposes of Section 14.2 above, the Fair Rental Value
for any Item of Equipment shall be determined on the basis
of, and shall be equal in amount to, the value which would
obtain in an arm's-length transaction between an informed
and willing lessee (other than a lessee currently in pos-
session) and an informed and willing lessor under no com-
pulsion to lease. If the Lessor and the Lessee are unable
to agree upon a determination of the Fair Rental Value of
such Item of Equipment, such value shall be determined in
accordance with the foregoing definition by a qualified
independent Appraiser. The term "Appraiser" shall mean
two independent appraisers, one chosen by the Lessor and
one chosen by the Lessee, or if such appraisers cannot agree
on the amount of such value, determined on the basis of
an appraisal made by a third appraiser chosen by the Ameri-
can Arbitration Association. The Appraiser shall be instructed
to make such determination within a period of 30 days fol-
lowing appointment, and shall promptly communicate such
determination in writing to the Lessor and the Lessee.

The determination so made shall be conclusively binding

upon both the Lessor and the Lessee. The expenses and fees
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of the Appraiser shall be borne by the Lessee. The Fair
Market Value for any Item of Egquipment shall be determined
in a similar manner with appropriate adjustments for sale
rather than rental, with any appraisal expenses to be borne
by the Lessee; provided that any sale in a commercially
reasonable manner of any Item of Eguipment prior to any
such determination shall conclusively establish the Fair
Market Value of such Item and any rental in a commercially
reasonable manner of any Item of Equipment prior to any
such determirnation shall conclusively establish the Fair
Rental Value of such Item.

14.3. Cumulative Remedies. The remedies in this

Lease provided in favor of the Lessor or any assignee pur-
suant to Section 16 hereof, as the case may be (including,
without limitation, the Security Trustee), shall not be
deemed exclusive, but shall be cumulative and shall be in
addition to all other remedies in its favor existing at

law or in equity. The Lessee hereby waives any mandatory
requirements of law, now or hereafter in effect, which might
limit or modify any of, the remedies herein provided, to

the extent that such waiver is permitted by law. The Lessee
hereby waives any and all existing or future claims of any
right to assert any offset against the rental payments due
hereunder, and agrees to make the rental payments regardless
of any offset or claim which may be asserted by the Lessee

or on its behalf.
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14.4. Failure to Exercise Rights. The failure

of the Lessor or any assignee, pursuant to Section 16 hereof
as the case may be (including, without limitation, the Secur-
ity Trustee), to exercise the rights granted it hereunder
upon any occurrence of any of the contingencies set forth
herein shall not constitute a waiver of any such right upon
the continuation or recurrence of any such contingencies

or similar contingencies; and a waiver of any such right

on one occasion shall not constitute a waiver of such right
as to any other occasion and shall not be effective unless
it is in writing and signed by the Lessor and the Security
Trustee.

14.5. Notice of Event of Default. The Lessee

also agrees to furnish to the Lessor, any assignee thereof
pursuant to Section 16 hereof (including, without limita-
tion, the Security Trustee) the Note Purchasers and the
Trustor, promptly upon any responsible officer becoming
aware of any condition which constituted or constitutes

an Event of Default under this Lease or which, after notice
or lapse of time, or both, would constitute such an Event
of Default, written notice specifying such condition and
the nature and status thereof and indicating the intention
or expectation of the Lessee as to the disposition thereof.
For the purposes of this Section 14.5 a "responsible offi-

cer" shall mean, with respect to the subject matter of any
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covenant, agreement or obligation of the Lessee in this
Lease contained, any corporate officer of the Rock Island
Railroad who, in the normal performance of his operational
responsibilities, would have knowledge of such matter and
the requirements of this Lease with respect thereto and
William M. Gibbons, as Trustee of the Property of the Rock

Island Railroad.

SECTION 15. RETURN OF EQUIPMENT UPON DEFAULT.

15.1. Lessee's Duty to Return. (a) If the Lessor

or any assignee of the Lessor pursuant to Section 16 hereof
(including, without limitation, the Security Trustee) shall
terminate this Lease pursuant to Section 14 hereof, the
Lessee shall forthwith deliver possession of the Equipment
to the Lessor. For the purpose of delivering possession
of any Item of Equipment to the Lessor as above required,
the Lessee shall at its own cost, expense and risk (except
as hereinafter stated) :

(i) forthwith place such Eguipment in such
reasonable storage place on the Lessee's lines
of railroad as the Lessor may designate or, in
the absence of such designation, as the Lessee
may select; provided that, in the event the Lessor
shall designate storage tracks which are then
unavailable either because such tracks are then
being used to store equipment owned by a third
party pursuant to a contractual obligation of
the Lessee to provide storage therefor or because
the storage of the Items of Equipment on such
tracks would materially impair the ability of
the Lessece to meet its obligations to perform
services as a common carrier to the public, then
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the Lessee agrees to so store the Items of Equip-
ment upon such other storage tracks as shall then
be so available and nearest to such storage tracks
designated by the Lessor;

(ii) permit the Lessor to store such Equip-

ment in such reasonable storage place on the Les-
see's lines of railroad without charge for insur-
ance, rent or storage until such Equipment has
been sold, leased or otherwise disposed of by

the Lessor; and

(iii) transport the Equipment to any place

on the lines of railroad operated by the Lessee
or to any connecting carrier for shipment, all
as the Lessor may direct in writing.

(b) Each Item of Equipment returned to the Lessor
pursuant to this Section 15 shall (i) be in the same oper-
ating order, repair and condition as when originally deliv-
ered to the Lessee, reasonable wear and tear excepted, and
be qualified for use in interchange, (ii) have attached
or affixed thereto any part, addition or improvement title
to which is vested in the Lessor pursuant to Section 7 or
Section 8 hereof and have removed therefrom, at the expense
of the Lessee, any readily removable addition or improvement
title to which is vested in the Lessee pursuant to Section 8
hereof, and (iii) meet the applicable standards then in
effect for such Item of Equipment under all governmental
laws, regulations, requirements and rules (including, with-
out limitation, rules of the United States Department of

Transportation, the Interstate Commerce Commission and inter-

change rules or supplements thereto of the Association of
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American Railroads). At any time within 90 days after the
return of all Items of Eguipment, the Lessor may retain
an independent inspector, selected by the Lessor, to inspect
the Equipment and to determine whether the Equipment has
been subject only to ordinary wear and tear such as could
be reasonably expected for Equipment not used in unit train
service and meets all the applicable standards required
under clause (iii) of the immediately preceding sentence.
Should such inspector determine that any Item of Equipment
has been subject to excessive wear and tear due to any rea-
son, including extensive high mileage usage, or that any
Item does not meet such applicable standards, the Lessee
shall, at its own cost and expense, repair, recondition,
rehabilitate, or perform such other similar work necessary
to put the Equipment in the condition that it would have
been in had it been subject only to ofdinary wear and tear
and in compliance with all such applicable standards. It
is understood that the obligations of the Lessee pursuant
to the immediately preceding sentence do not guarantee a
residual value in the Equipment.

(c) Until the earlier of (i) the date on which
an Item of Equipment is assembled, delivered and stored
as hereinabove provided or (ii) the 30th day after the date
of the termination of this Lease pursuant to Section 14

hereof, the Lessee shall pay the Lessor an amount per day
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equal to 0.028530% of the Purchase Price of each such Item.
If any such Item of Equipment is not assembled, delivered
and stored as hereinabove provided within 30 days after

the termination of this Lease pursuant to Section 14 hereof,
the Lessee shall, in addition, pay the Lessor the greater

of an amount equal to (i) 0.034236% of the Purchase Price
of such Item from said 30th day to the date of its assembly,
delivery or storage as hereinabove provided or (ii) all
rental, per diem or other similar charges for the Eguipment
received therefor until such date of assembly, delivery

and storage.

15.2. Specific Performance. The assembling,

delivery, storage and transporting of the Equipment as here-
inbefore provided are of the essence of this Lease, and

upon application to any court of equity having jurisdiction
in the premises, the Lessor shall be entitled to a decree
agains£ the Lessee requiring specific performance of the
covenants of the Lessee so to assemble, deliver, store and
transport the Equipment.

15.3. Lessor Appointed Lessee's Agent. Without

in any way limiting the obligation of the Lessee under the
foregoing provisions of this Section 15, the Lessee hereby
irrevocably appoints the Lessor as the agent and attorney
of the Lessee, with full power and authority, at any time

while the Lessee is obligated to deliver possession of any
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Items of Equipment to the Lessor, to demand and take pos-
session of such Item in the name and on behalf of the Lessee
from whomsoever shall be at the time in possession of such

Iten.

SECTION 16. ASSIGNMENTS BY LESSOR.

This Lease and all rent and all other sums due
or to become due hereunder may be assigned in whole or in
part by the Lessor without the consent of the Lessee, but
the Lessee shall be under no obligation to any assignee
of the Lessor except upon written notice of such assignment
from the Lessor. Upon notice to the Lessee of any such
assignment, the rent and other sums payable by the Lessee
which are the subject matter of the assignment shall be
paid to or upon the written order of such assignee. All
the rights of the Lessor hereunder (including, but not lim-
ited to, the right to receive the rentals payable under
this Lease) shall inure to the benefit of the Lessor's as-
signs, including the Security Trustee. Without limiting
the foregoing, the Lessee further acknowledges and agrees
that (i) the rights of any such assignee in and to the sums
payable by the Lessee under any provision of this Lease
shall not be subject to any abatement whatsoever and shall
not be subject to any defense, setoff, counterclaim or re-

coupment whatsoever whether by reason of failure of or de-

~56-




fect in the Lessor's title, or any interruption from what-
soever cause in the use, operation or possession of the
Equipment or any part thereof, or any damage to or loss

or destruction of the Equipment or any part thereof, or

by reason of any other indebtedness or liability, howsoever
and whenever arising, of the Lessor to the Lessee or to

any other person, firm or corporation or to any governmental
authority or for any cause whatsoever, it being the intent
hereof that, except in the event of a wrongful act on the
part of such assignee, the Lessee shall be unconditionally
and absolutely obligated to pay such assignee all of the
rents and other sums which are the subject matter of the
assignment, (ii) said ascignee, shall, if an Event of De-
fault, or any event which with the lapse of time or the
giving of notice, or both, would constitute such an Eveht

of Default, shall have occurred and be continuing, have

the sole right to exercise all rights, privileges and rem-
edies (either in its own name or in the name of the Lessor
for the use and benefit of said assignee) which by the terms
of this Lease are permitted or provided to be exercised

by the Lessor (except those rights, privileges and remedies
relating to amounts payable only to the Lessor pursuant

to Sections 6, 10.2, 11.1 and 21.2 hereof which shall remain
enforceable by the Lessor or the Trustor, as the case may

be), but if no Event of Default or event which with the
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lapse of time or giving of notice, or both, would constitute
an Event of Default, shall have occurred and be continuing,
said assignee and the Lessor may each exercise their respec-
tive rights, privileges and remedies stated in this Lease

to be provided for their respective benefits, and (iii)

all obligations of the Lessor to the Lessee under this Lease
shall be enforceable by the Lessee against, and only against,

the Lessor.

SECTION 17. ASSIGNMENTS BY LESSEE: USE AND POSSESSION.

17.1. Lessee's Rights to the Fguipment. So long

as no Event of Default, or any event which with the lapse
of time or the giving of notice, or both, would constitute
such an Event of Default, shall have occurred and be con-
tinuing, the Lessee shall be entitled to the possession
and use of the Egquipment in accordance with the terms of
this Lease, but, without the prior written consent of the
Lessor, and, in the event this Lease has been assigned to
an assignee pursuant to Section 16 hereof, such assignee
(including, without limitation, the Security Trustee), the
Lessee shall not assign, transfer or encumber its lease-
hold interest under this Lease in any of the Equipment.
The Lessee shall not, without the prior written consent

of the Lessor, and, in the event this Lease has been assigned

to an assignee pursuant to Section 16 hereof, such assignee
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(including, without limitation, the Security Trustee), part
with the possession or control, any of the Eguipment, except
to the extent permitted by the provisions of Section 17.2
hereof.

. g POSS i ines Other Than

Lessee's Own. So long as the Lessee shall not be in default

under this Lease, the Lessee shall be entitled to the pos-
session of the Eguipment and to the use thereof upon the
lines of railroad owned or operated by it (either alone

or jointly) or by any corporation, a majority of whose vot-
ing steck having ordinary voting power for the election

of a majority of its Board of Directors is owned directly

or indirectly by the Lessee, or upon lines of railroad over
which the Lessee or such corporation has trackage or other
operating rights or over which equipment of the Lessce is
regularly operated pursuant to contract and also to permit
the use of any Item of Equipment upon ccnnecting and other
carriers in the usual interchange of traffic or pursuant

to run-through agreements, but only upon and subject to

all the terms and conditions of this Lease. Notwithstanding
the foregoing, the Lessee shall at no time throughout the
term of this Lease assign or permit the assignment of any
Item of Equipment to service (including, without limitation,
the regular operation or maintenance thereof) outside the

continental United States. The Lessee further agrees that,
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anything in this Section 17.2 to the contrary notwithstand-
ing, the use of the Equipment outside the continental United
States shall be de minimus. No assignment or sublease en-
tered into by the Lessee hereunder shall relieve the Lessee
of any liability or obligation hereunder which shall be

and remain those of a principal and not a surety.

17.3. Merger, Consolidation or Acquisition of

Lessee. Nothing in this Section 17 shall be deemed to re-
strict the right of the Lessee to assign or transfer its
leasehold interest under this Lease in the Equipment or
possession of the Equipment to any solvent corporation into
or with which the Lessee shall have become merged or consoli-
dated or which shall have acguired or leased all or substan-
tially all of the lines of railroad of the Lessee, provided
that such assignees, successors or transferees shall have
duly assumed the obligations of the Lessee hereunder and

that they will not, upon the effectiveness of such merger

or consolidation or acquisition of properties and the assump-
tion of such obligations, be in default under any provision
of this Lease and that such merger or consolidation or ac-
quisition of properties shall not alter in any way the Les-
see's obligations to the Lessor hereunder which shall be

and remain those of a principal and not a guarantor.
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SECTION 18. PURCHASE AND RENEWAL RIGHT.

The Lessor shall make a good faith determination
of whether it will retain, sell or relet the Items of Equip-
ment at the expiration of the term of this Lease and, if
it determines to sell or relet any such Items, it shall,
not less than 180 days prior to such expiration, give the
Lessee written notice of such determination. The Lessee
shall then have the right, in accordance with the Lessor's
election to sell or relet such Items, to purchase such Items
at their Fair Market Value or to relet such Items, on the
same terms and conditions as are contained in this Lease,
at their Fair Rental Value. The Lessee shall not less than
90 days prior to the expiration of this Lease give the Les-~
sor written notice of its intention to so purchase or relet
such Items. (Fair Market Value and Fair Rental Value shall

have the respective meanings set forth in Section 14.2 above.)

SECTION 19. INTEREST ON OVERDUE RENTALS.

Anything to the contrary herein contained notwith-
standing, any nonpayment of rent due hereunder shall result
in the additional obligation on the part of the Lessee to
pay also an amount equal to 12% per annum (or the lawful
rate, whichever is less) on the overdue rentals for the

period of time during which they are overdue.
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SECTION 20. LIMITATIONS OF LIABILITY

It is expressly understood and agreed by and be-
tween the Lessor and the Lessee and their respective suc-
cessors and assigns that this Lease is executed by The Con-
necticut Bank and Trust Company, not individually or per-
sonally but solely as Trustee under the Trust Agreement
in the exercise of the power and authority conferred and
vested in it as such Trusiee, that each and all of the rep-
resentations, warrantiesg, undertakings and agreements here-
in madse on the part of the Lessor are each and every one
of them made and intended not as personal representations,
warranties, undertakings and agreements by The Connecticut
Bank and Trust Company or the Trustor, or for the purpose
or with the intention of binding The Connecticut Bank and
Trust Company or the Trustor personally, but are made and
intended for the purpose of binding only the Trust Estate
as defined in the Trust Agreement, that this Lease is exe-
cuted and delivered by The Connecticut Bank and Trust Com-
pany solely in the exercise of the powers expressly conferred
upon The Connecticut Bank and Trust Company as Trustee under
the Trust Agreement, that actions taken by the Lessor pur-
suant to its obligations hereunder may, in certain instances,
be taken by the Lessor only upon specific authority of the

Trustor, that nothing herein contained shall be construed
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as creating any liability on The Connecticut Bank and Trust
Company or the Trustor, individually or personally, or any
incorporator or any past, present or future subscriber to
the capital stock of, or stockholder, officer or director
of, The Connecticut Bank and Trust Comvany or the Trustor,
to perform any covenant either express or implied contained
herein, all such liability, if any, being expressly waived
by the Lessee and by each and every person now or hereafter
claiming by, through or under the Lessee, and that so far
as The Connecticut Bank and Trust Company or the Trustor,
individually or personally is concerned, the Lessce and

any person claiming by, through or under the Lessee shall
look solely to the Trust Estate as defined in the Trust
Agreement for the performance of any obligation under this
Lease; provided that nothing in this Section 20 shall be
construed to limit in scope or substance those representa-
tions and warranties, if any, of The Connecticut Bank and
Trust Company made expressly in its individual capacity

set forth in the Participation Agreement and the Security
Agreement. The term "Lessor" as used in this Lease shall
include any trustee succeeding The Connecticut Bank and
Trust Company as Trustee under the Trust Agreement or the
Trustor if the Trust created thereby is revoked. Any obli-
gation of the Lessor hereunder may be performed by the Trus-

tor, and any such performance shall not be construed as
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revocation of the Trust created by the Trust Agreement.

Nothing contained in this Lease shall restrict the operation

of the provisions of the Trust Agreement with respect to

its revocation or the resignation or removal of the Trustee

thereunder.

SECTION 21. MISCELLANEOUS.

21.1. Notices.

Any notice reqguired or permitted

to be given pursuant hereto shall be deemed delivered three

business days after deposit thereof at any United States

main or branch post office, certified or registered mail,

postage prepaid, addressed as follows:

If to the Lessor:

If to the Trustor:

If to the Lessee:

If to the Security
Trustee:

The Connecticut Bank and Trust Company
One Constitution Plaza

Hartford, Connecticut 06115
Attention: Corporate Trust Department

Hillman Manufacturing Company
Post Office Box 510

Brownsville, Pennsylvania 15417
Attention: Secretary

William M. Gibbons, Trustee of the
Property of Chicago, Rock Island
and Pacific Railroad Company

332 South Michigan Avenue

.Chicago, Illinois 60604

Attention: Chief Financial Officer

Continental Illinois National Bank
and Trust Company of Chicago
231 South LaSalle Street
Chicago, Illinois 60693
Attention: Corporate Trust Department
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If to the Note Addresses in Schedule 2 to
Purchasers: Participation Agreement

or addressed to any such party at such other address as
such party shall hereafter furnish to such other parties
in writing.

21.2. Right of Lessor to Perform. If the Lessee

fails to perform or comply with any of its covenants herein
contained, either the Lessor or, in the case of an assign-
ment by the Lessor pursuant to Section 16 hereof, the as-
signee thereunder (including, without limitation, the Sc-
curity Trustee) may, but shall not be obligated to, make
advances or perform the same and take all such action as
may be necessary to obtain such performance. Any payment
so made by any such party and all cost and expense (includ-
ing, without limitation, attorneys' fees and expenses) in-
curred in connection therewith shall be payable by the Les-
see to the party making the same upon demand as additional
rent here-under, with interest at the rate of 12% per annum.

21.3. Execution in Counterparts. This Lease,

and any lease supplemental hereto, may be executed in sev-
eral counterparts, each of which so executed shall be deemed
to be an original and in each case such counterparts shall
constitute but one and the same instrument.

21.4. Law Governing. This Lease shall be con-

strued in accordance with the laws of the State of Illinois;
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provided, however, that the parties shall be entitled to
all rights conferred by any applicable Federal statute,
rule or regulation.

21.5. Headings and Table of Contents. All Sec-

tion headings and the Table of Contenis are inserted for
convenijience only and shall not affect any construction or
interpretation of this Lease.

21.6. Severability. Any provision of this Lease

which is prohibited or unenforceable in any jurisdiction
shall be as to such jurisdiction ineffective to the extent
of such prohibition or unenforceability without invalidating
the remaining provisions hereof, and any such prohibition

or unenforceability in any jurisdiction shall not invalidate
or render unenforceable such provicions in any other juris-
diction.

21.7. Survival. All warranties, representations

and covenants made by the Lessee herein or in any certifi-
cate or other instrument delivered by the Lessee or on be-
half of the Lessee under this Lease shall be considered

to have been relied upon by the Lessor, any assignee thereof
pursuant to Section 16 hereof (including, without limita-
tion, the Security Trustee) and the Trustor and shall sur-
vive the consummation of the transactions contemplated here-

by regardless of any investigation made by any such party
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or on behalf of any such party. All statements in any such
certificate or other instrument shall constitute warranties

and representations of the Lessee.

IN WITNESS WHEREOF, the parties hereto have caused
this Lease to be executed by their respective officers there-
under duly authorized and the corporate seals to be hereto

affixed as of the day and year first above written.

THE CONNECTICUT BANK AND TRUST
COMPANY, not in its individual
capacity but solely as Trustee

"
By ‘7*"”/ (Ot
Kuthorized Officer

[CORPORATE SEAL]

//v gyfhorizéigéfﬁiéer

ATTEST:

WILLIAM M. GIBBONS, TRUSTEE OF THE
PROPERTY OF CHICAGO, ROCK ISUAND
AND PéCIE

RAILROADM€9MPANY

//’v

i
s
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STATE OF CONNECTICUT )
) SS
COUNTY OF HARTFORD )

On this ZQQf(day of /l%xn«&&w, 1978, before me
personally appeared F. W. KAWA , to me
personally known, who being by me duly sworn, says that
he is an authnrized officer of THE CONNECTICUT BANK AND
TRUST COMPANY, that one of the seals affixed to the fore-
going instrument is the corporate seal of said corporation,
that said instrument was signed and sealed on behalf of
said corporation by authority of its Board of Directors,
and he acknowledged that the execution of the foregoing
instrument was the free act and deed of said corporation.

- 7 -

» ‘ -

Ciu " s

A N O AR S foerito € e AL

- Notary Public

BARBARA S. KACICH
[ KOTARIAL SEAL] NOTARY PUBLIC
MY COMMISZION EXPIRES MARCH 31, 1982

My commission expires:

STATE OF ILLINOIS )
) SS
COUNTY OF COOK )

On this;%ﬁzf day ofzﬁa:wvééu/; 1978, before me
personally appeared WILLIAM M. GIBBONS, to me personally
known, who being by me duly sworn, says that he is Trustee
of the Property of CHICAGO, ROCK ISLAND AND PACIFIC RAILROAD
COMPANY, and that the foregoing instrument was signed by
him as Trustee of the Property of Chicago, Rock Island and
Pacific Railroad Company pursuant to specific orders of
the United States District Court for the Northern District
of Illinois in Proceedings beaﬁfng No. 75B2697.

2

/C\'K;ﬂféi/éZZde /Z%Q¢;;/

Notary Public

[NOTARIAL SEAL)
. 4 e P
My commission expires: 2)45Z4%4£<;,;7§ /?;/C
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DESCRIPTION OF ITEMS OF EQUIPMENT

Manufacturer of Equipment:

Description and Mark and
Number of Items of Eguipment

Base Purchase Price of

Equipment:

Maxiwum Aggregate Purchase
Price of Equipment:

Place of Delivery:

Qutside Delivery Date:

Thrall Car Manufacturing
Company

285 100-ton Covered Hopper
Cars Marked and Numbered ROCK
801000 to ROCK 801284, both
inclusive

$37,000 per Item

$10,545,000

At or near Gary, Indiana

April 30, 1979

SCHEDULE A
(to Equipment Lease)



CERTIFICATE OF ACCEPTANCE
UNDER EQUIPMENT LEASE

TO: The Connecticut Bank and Trust Company,
not in its individual capacity but solely as Trustee
(the "Lessor")

Thrall Car Manufacturing Company
(the *Manufacturer")

I, a duly appointed and authorized representative
of the Lessor and of William M. Gibbons, Trustee of the
Property of Chicago, Rock Island and Pacific Railroad Com-
pany (the "Le_see") under the Egquipment Lease dated as of
November 20, 1978 between the Lessor and the Lessee, do
hereby certify that I have inspected, received, approved
and accepted delivery on behalf of the Lessor under the
Purchase Order Assignment and under said Equipment Lease
of the following Items of Eguipment:

TYPE OF EQUIPMENT: 100-ton Covered Hopper Cars
MANUFACTURER: Thrall Car Manufacturing Company
PLACE ACCEPTED: At or near Gary, Indiana

DATE ACCEPTED:
NUMBER OF ITEMS:
MARKED AND NUMBERED:

I do further certify on behalf of the Lessee that
thp foregoing Items of Eguipment are in good order and con-
dition, and appear to conform to the specifications appli-
cable thereto, that the Lessee has no knowledge of any de-
fect in any of the foregoing Items of Ecuipment with respect
to design, manufacture, condition or in any other respect,
and that each Item has been labeled by means of a plate
or a stencil printed in contrasting colors upon each side
of the Item in letters not less than one inch in height
as follows: ‘

"Owned by a Bank or Trust Company
and Subject to a Security Interest
Recorded with the I.C.C."

The execution of this Certificate will in no way
relieve or decrease the responsibility of the Manufacturer
for any warranties it has made with respect to the Equip-
ment.

Dated: ¢ 197_
Inspector and Authorized
Representative of the Lessee
SCHEDULE B

(to Equipment Lease)
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ANNEX 1 TO SCHEDULE C
(to Equipment Lease)

The percentages set forth in Table 1 to this Sched-
ule C have been computed without regard to recapture of
the Investment Credit provided for in Section 38 and related
sections of the Internal Revenue Code of 1954, as amended.
Conseguently, the Casualty Value of any Ttem of Eguipment
suffering a Casualty Occurrence on or before the third,
fifth or seventh anniversary of the date of delivery and
acceptance of such Item shall be increased by the applicable
percentage of the Purchase Price set forth below:

Anniversary of Percentage of
Delivery and Acceptance Purchase Price
Third 19.2308%
Fifth 12.8269%

Seventh 6.4039%



